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THE SITUATION 


Shortly after the beginning of this year a num- 
ber of the leading industries of New England 
reported a considerable improvement in the vol- 
ume of new business and now, as a result, pro- 
duction schedules are better. The New England 
Business Activity Index, which represents the 
current scale of operations rather than the vol- 
ume of orders, declined sharply in January, but 
rose slightly in Febru- 


The woolen textile industry of New England is 
not only fully as active as the woolen mills in 
other parts of the country, but is also consum- 
ing more wool than a year ago. The raw wool 
market at Boston has been fairly quiet and prices 
stabilized. The output of shoes by New England 
factories during February was less than a year 
ago, but in the shoe factories of the rest of the 


country output was 
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In both New England and throughout the country there was a 

slight gain in business activity during February, as compared 

with January. The level of business activity in New England, as 

compared with the 1922-23 average, was considerably lower than 
in the entire country. 


The stores re- 
ported that during 


ago. 


is perhaps inevitable 
during an era of small individual orders or so- 
called hand-to-mouth or controlled buying. The 
unusually warm weather in New England during 
March has benefited the building industry to quite 
an extent. Although in both January and Febru- 
ary New England cotton mills consumed slightly 
less cotton than during the corresponding months 
a year ago, the cloth markets have been active 
and the situation in the entire industry is better 
than statistics of raw cotton consumption would 
indicate. Raw cotton consumption is a reflection 
of yarn production, rather than of cloth output. 


February, when the en- 
tire sales were considerably larger than a year 
ago, net sales in dollars of woolen and cotton 
yard goods were less than in any February in 
the four years during which records have been 
compiled. Money rates have been comparatively 
stable during the past two months, following a 
decline in January. The usual seasonal tendency 
for money rates to increase in February and the 
early part of March was almost entirely absent 
this year. Both total deposits and total loans of 
New England member banks increased slightly 
in the first part of March. 
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MONEY AND BANKING 


There has been much less change in money 
rates during February and March than is usually 
the case at this season of the year. Rates de- 
clined rather sharply in January, following the 
usual trend, but did not recover in 
February and March as they ordinarily do. 


seasonal 


Most rates were lower than in March a year ago. 
Prime commercial paper in the New York mar- 
ket, for example, was quoted at 441% per cent 
in the middle of March this year, which is a 
It is 
also one-quarter per cent lower than during the 
first week of January this year. Time money 
secured by mixed collateral in the New York 
money market was quoted at 434-4 per cent 
during all of February and most of March, 
which compares with a high quotation last Octo- 
ber of 5-514 per cent, and the rate in the second 
week of March last year, which was 434-5 per 


quarter per cent lower than a year ago. 


cent. Bankers’ acceptances have fluctuated with- 
in a narrow range since the first of the year, the 
lowest quotation on 90-day bills being 356 and 
the highest 334 per cent. The rediscount rates of 
the Federal Reserve Banks of Boston and New 


York remain unchanged at four per cent. 


Further indication of the countrywide ease in 
the money markets was given by the rates on 
the Government financing, March 15. The rate 
on certificates and notes maturing in six months 
was 3% per cent; for those maturing in a year 
314 per cent; for those coming due in five years 
3% per cent. Subscriptions received for the two 
short-term issues amounted to more than two and 
one-half times the actual allotments made, while 
the subscriptions for the five-year notes which 
were issued in unlimited amounts in exchange 
for the Second 4%4 Liberty Bonds amounted to 
approximately $1,350,000,000. 

These various Government transactions, in ad- 
dition to the movements of funds in connection 
with tax payments, have temporarily affected 
banking conditions to such an extent that it is 
difficult to interpret the real trends from the 
In the 
first two weeks of March, however, there had 
been a slight increase in both total loans and net 
demand deposits of member banks in the larger 
New England cities. This followed a marked 
decline which began last October. 


middle-of-the-month banking statements. 


During this 
period there has been very little change in the 
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The decline in total loans and discounts in New England member banks since last October is due to a reduction in both the volume 
of loans secured by stocks and bonds and so-called “commercial” loans. i 


The ratios shown on the lower portion of the chart indi- 


cate an easing tendency in the money markets since last December. 
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volume of time deposits. Notwithstanding the 
decline in net demand deposits and the relative 
stability of time deposits, the New England 
banking situation became easier during the first 
two months of this year, because total loans and 
discounts declined even more rapidly than total 
deposits. As the accompanying chart shows, the 
ratio of loans to deposits has declined since last 
year and is at the present time at a relatively 


low level, indicating ease in the money markets. 





MONEY RATES AND BOND PRICES 
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A marked rise in bond prices during the last quarter of 1926 and 
during the first half of January has been followed since that 
time by a period in which there has been but little increase. 
Sources of data—Federal Reserve Bank of New York and 

“New York Times’’. 

Between the latter part of January 
early part of March there was a slight increase 
in the volume of rediscounts for member banks 
by the Federal Reserve Bank of Boston. The 
average volume of rediscounts during this period, 
however, was less than in the corresponding 
weeks a year ago. 


and the 


In fact, the total amount of 
Federal reserve bank credit extended through 
the Federal Reserve Bank of Boston has averaged 


less during the year to date than in the corre 
sponding period of 1926, due mainly to a de 
cidedly smaller volume of acceptances held by the 
reserve bank. 

Although the number of failures in New Eng- 
land during January, February and the first three 
of March 


trend in direction, the intensity of certain of the 


weeks followed the usual seasonai 
movements brought about conditions which were 
markedly divergent from the usual. At each of 
four reporting dates in March the number of 
New England failures was reported to be equal 
to or less than during the corresponding periods 
in March, 1926. Reports from the two earlier 
months of this year, however, gave a very large 
number of failures. In January the total of New 
England failures reported by Bradstreet’s was 
larger than any other monthly total during the 
post-war period. This large number, of course, 
was brought about more easily by reason of its 
cccurring at the seasonal high point of failures. 

NUMBER OF 


COMMERCIAL FAILURES IN 


NEW ENGLAND 
(Bradstreet’s) 
1927 1926 Difference 
January 6..... 50 47 + 3 
13: 47 39 3 
20.. 78 58 +20 
BM ewan ees 63 45 -18 
PeDSUusey Bow 6s.nccvcdavss 56 33 +-23 
Reet eels es ao 64 61 - 3 
SP eye 47 60 -13 
BO 6 sie cisre. dave: O55 We 40 35 - § 
March Seep iea tear 40 52 —12 
Dec cntnaw ae cans 45 47 —2 
See erent 29 53 —24 
BRS ui.c thea eee 44 44 0 
Although failures declined seasonally from 


January to February, the February total was also 
unusually high in comparison with February of 
other years during the post-war period. 
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NEW ENGLAND MARKETS 


NEW ENGLAND BUSINESS ACTIVITY INDEX 
Per Cent of 1922-23 Monthly Average 


1927 1926 1925 
December j woes 102.7 106.5 
DUUMEEE 2. scniais'on eh cioaacaccnsaeroex 98.9 104.5 103.9 
RMA tosc5 sib ata 'o wba hints Gs winls-6 Oe 99.4 105.0 103.8 


For the first two months of the year the value 
of business in New England, as measured by 
check payments, increased 5.7 per cent from the 
first two months of 1926. The index of New 
I:ngland business activity declined sharply in 
January, but the preliminary February index 
increased slightly. 

Boston:—Metropolitan Business Activity In- 
dex, compiled by the Boston Chamber of Com 
merce, declined in February for the second month 
since the December high. Retail trade good. 

Fall River:—Sales of print cloth have been 
maintained well above a year ago. Total numbet 
of workers employed increased in February and 
percentage of wage-earners on full time was 
over 95 per cent. 

Haverhill:—Many shoe factories reported oper- 
ating on normal schedules. Total employment 
has increased from February, although amount of 
full-time work has been reduced. 

Holyoke:—Employment conditions have im- 
proved during the last two months. Check pay- 
ments and carloadings have shown increases over 
corresponding 1925-26 averages. 

Lynn:—Industrial conditicns have shown some 
improvement. Reports received indicate fairly 
steady increases in shoe factory operations. 
February building permits increased from Janu 
ary. 


Manchester:—Operations in cotton mills in 
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The shipment of goods and payment for goods in the above cities 
so far this year have shown the greater increases over a year ago 
in Boston, Holyoke and Springfield. 


New Hampshire increased in February. Ship- 
ments of goods from Manchester averaged ap- 
proximately the same during the first 11 weeks 
as in 1925-26 for the same period. Check pay- 
ments were less. 

New Bedford:—Production and sales of fine 
goods in New Bedford have held to the high level 
that prevailed during early weeks this year. Em- 
ployment has been improving in this district. 

New Britain:—Manufacturing operations in 
New Britain were increased in February, al- 
though there exists a surplus of unskilled labor- 
ers. Employment was seven to eight per cent 
lower in January and February than in those 
months of 1926. 

New Haven:—Applications for help have de- 
clined, but nearly all plants have been operating 
on full time. Retail trade has been very good 
during February. 

Portland :—Industries have been operating on 
full-time schedules. The volume of business for 
first 11 weeks was nine per cent above the 1925- 
26 average for the same period. 

Providence:—Some improvement occurred in 
the textile operations during February, although 
decreased prices have reduced the value of the 
business. | Employment has declined. Retail 
trade through February was fair and building 
operations increased, 

Spring field:—There is some surplus of metal 
trades workers, although full-time employment 
of plants operating on reduced schedules has in- 
creased. Building activity was the same as a 
year ago. 
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In both Worcester and Springfield there has been a markedly 
smaller demand on the part of employers for workers during 
January and February. 

Sources of data—State Public Employment Offices. 
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COMMODITY PRICES AND INDUSTRIAL CONDITIONS 


Building :—The building situation in New Eng 
land has shown considerable improvement during 
the past four weeks. ‘The total value of new 
building contracts awarded for the first 12 weeks 
this year has exceeded by 121% per cent the total 
for the same period last year. During February 
the total value was 14 per cent larger than in 
February, 1926, and 30 per cent larger than in 
January. During February the value of building 
contracts in 37 eastern states increased about 214 
per cent from January. The decline from the 
October peak, however, has been sharp and ex- 
tensive. It may be, moreover, that the open 
weather prevailing in early March has hastened 
spring building programs, whereas bad weather 
delayed them a year ago. 

A large increase in the value of industrial 
building was partially responsible for improve- 
ment during February. The value of commercial 
and residential building contracts awarded, how 
ever, also indicates that expansion has taken place 
in those classes. Increases in Rhode Island and 
Connecticut were large enough to outweigh de- 
clines in the other four New England states. 


Commodity Prices:—The downward trend of 
wholesale commodity prices continued through 
February. The easing of prices has not been 
confined to any single group of commodities, al 
though the prices of raw materials have shown 
the most rapid drop. There was a tendency 
near March 1 for the weekly price indexes to 
show a strengthening of prices, but that lasted 


hardly more than a few days, and the downward 
course was again resumed. 

A comparison of some wholesale price indexes 
with their former low points indicates that prices 
are now at approximately the same level that 
prevailed in the spring of 1922. With the excep- 
tion of a single month, June, 1924, the “All Com- 
modities” index is now the lowest since April, 
1922. A weekly index of raw material prices 
is now lower than at any time since April, 1922. 
The peak from which the present decline began 
occurred about the middle of 1925. The decline 
from that point has varied in extent from nearly 
20 per cent in a raw materials index to about 10 
per cent in the “All Commodities” index. Several 
general price indexes now average about 40 per 
cent above the 1913 average. 


Employment:—Industrial employment in New 
england reflects a relatively high rate of manu- 
facturing activity. January reports for Massa- 
chusetts indicated a slight contraction in the num- 
ber of workers employed, although an increase 
in the percentage of workers on full time was 
evident. Connecticut employment, although rela- 
tively better than in Massachusetts, recently has 
declined. Likewise, Rhode Island employment 
declined during February and was less than in 
February, 1926. 

The accompanying chart on employment at 
Springfield and Worcester shows the reduced de- 
mand at public employment offices for workers 
by employers. Because the number of workers 
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With the exception of a period around the close of the year, 
there has been no time since early last autumn when there has 
been a general preponderance in the number of price advances. 
Sources of data—Harvard Economic Service and “Dun’s 
Review.” 





Milder weather than usual in New England during February and 
early March has accounted in part for the increase over the 
previous month in both the number and the value of building 
contracts. Another factor was the very low level of building 
activity in January. 
Source of data—F. W. Dodge Corporation. 
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called for is low, it does not follow that manu 
facturing activity is light, or has slumped. It 
does indicate, however, that there has been no 
increase in operations. When industrial activity 
is increasing, employers can be expected to make 
numerous calls for workers; but after the em 
ployers have recruited their labor forces to a 
point that will take care of the increased busi 
ness there will be no great demand on the part 
of employers for new workers. 


Hides and Leather:—There has been little 
change in the local hide and leather markets since 
last month. Buying has been fairly steady, but 
in small quantities, which has served to prevent 
the accumulation of stocks and to keep prices 
from sagging. ‘The weakness in hides that was 
evident last month has not continued; prices have 
remained steady, although this is the season when 
declines can be expected. 

Preliminary data on New England shoe pro 
duction in February show an increase larger than 
the usual seasonal rise from January, but a de 
cline from February, 1926. Actual production in 
New England during February increased eight 
per cent from the preceding month, whereas the 
production for the entire country rose only six per 
cent. Shoe shipments reflect the same situation 
for the first three weeks of March, an increase 
from the previous month, but a volume below 
the same period in 1925 and 1926. 


Metals:—Prices in the metal markets have been 
firm, considering the quiet conditions in sales 
that have been reported. Pig iron, steel plates, 
and heavy melting scrap have been fairly strong. 
New orders in the machine tool industry have 
recently increased, but are still below the first 
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Although production of men’s shoes by New England manufac 

turers during January and February this year was less than 

during the corresponding period either last year or the 

before, production of women’s shoes was about 
year and above 1925. 

Source of data—U. S. Department of Commerce. 
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quarter, as well as the closing months of 1926. 
ltmployment in the metal manufacturing cities 
continues to show a generally active industrial 
situation. 


Paper:—Production in the paper indusiry in 
New kngland to date this year has averaged 
slightly under 1926 and slightly above 1925 ior 
the same period. New orders (see chart) so far 
in 1927, however, have been larger than in either 
of the two preceding years. The peak of activity 
this year has been passed, but recent orders have 
been holding up well. Paper prices are below 
iast year’s level, but they have been stable since 
the first of the year. 


Textiles:—New England cotton consumption 
for February on a daily-average basis, and ad- 
justed for seasonal variation, increased in Febru- 
ary, but was lower than in February, 1925 and 
1926. The activity of spindles in place in New 
I*ngland declined two per cent from January, 
but was still slightly above the rate during Febru 
ary, 1926. ‘The decline in the spindle operations 
of Southern Mills was four per cent. The cotton 
goods markets continue to report large volumes 
of business. Recent prices of cotton goods have 
tollowed spot cotton in a short advance to the 
first of March, and a subsequent weakening. Spot 
cotton was just above the 14-cent level at the 
middle of March. 

Preliminary reports on February wool con- 
sumption in New England, adjusted for the 
usual seasonal decline, has increased over Janu- 
ary and continues at a level above last year. 
Prices of raw wool have shown only a slight 
change since the first of the year. Business in the 
Boston market continues slow, 
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Orders received by representative paper manufacturers for the 

first nine weeks of this year were about the same as the average 

of the corresponding period during the three preceding years. 

Sources of data—Writing, Tissue & Cover Paper Manufacturers’ 
Associations. 
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RETAIL AND WHOLESALE TRADE 


Retail trade in Boston during the first four 
weeks of March was much more active than dur 
ing the corresponding period of any of the three 
preceding years and was about as active as dur 
ing this period of March, 1923, the previous post 
war March high. The average Boston depart- 
ment store reported an increase of seven per cent 
in sales for the period this year over the first 
four weeks of March, 1926, and a group of 
women’s apparel shops reported a sales increase 
over last year of nearly 18 per cent. A consid- 
erable portion of these increases may be attrib- 
uted to the exceptionally mild weather during 
early March this year, whereas practically the 
entire spring of last year, as well as early March, 
was unseasonably cool. 

SALES CONDITIONS 
Feb., 1927, Jan.-Feb., 1927, 
1 with 


compared 
Feb., 1926 Jan.-Feb., 1926 














showed considerably larger gains, whereas de- 
partment store sales in Providence and in the 
state of Rhode Island averaged below February, 
1926. 

Sales of leather footwear at wholesale showed 
an increase of 17 per cent over February last 
year, while rubber footwear sales declined by 
nearly 50 per cent. 

CREDIT CONDITIONS 
Percentage of Open Accounts Outstanding at the First of 
February Collected during February 


1926 1927 
Poston Department Stores ............+.+- 50.5% 49.6% 
Boston Women’s Apparel Shops .......... 41.7 45.7 
New Haven Department Stores ....... 50.8 52.6 
Providence Department Stores ............ 48.5 48.1 
N. E. Department Stores ........... ‘ 49.0 48.9 
N. E. Wholesale Grocery Concerns ........ 62.4 61.9 
N. E. Wholesale Shoe Concerns ... 39.1 31.6 


Sales of furniture by New England depart- 
ment stores during February were smaller than 
in January, reflecting the increased volume of 
furniture business now being obtained in January 

















Connecticut Department Stores ..... +15.3% + 7.0% : : 
Maine Department Stores ........ - 7.0 + 5.7 which formerly came in February. In the past 
Massachusetts Department Stores .... 7.5 + 5.5 i ts 
New Hampshire Department Stores .. 7.7 two years January has displaced February as the 
Rhode Island Department Stores .... — 0.8 — 1.6 s y yee ' 
Vermont Depertasein Stores ........ +11.0 + 5.0 second largest furniture month of the year. 
Boston Department Stores .......... + 5.2 + 4.1 . P Pees rar és Sr wianiiiides 
Boston Women’s Apparel Shops ..... +33.2 +16.0 SALES AND STOCKS BY DEPARTMENTS 
New Haven Department Stores ...... +21.9 +11.5 New England Department Stores 
Providence Department Stores ...... + 0.2 — 1.0 anuaryebebrdary, 1927. ¢ ared with January-February, 1926 
N. E.. Department Stores ....5.<5... 4 5.2 + 3.5 RE Sn ai al yore ia Ste ck 
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P tee a bs bd te hz : Women’s Ready-to-Wear .............. + 7.8 — 8.5 
and were about seven per cent greater than 1N Misses’ Ready-to-Wear .............-- +19.8 = 9.9 
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Industrial output increased further in February and was slightly 
larger than a year ago, and distribution of commodities by the railroads 
The 
general level of wholesale prices continued to decline and was in February 
at the lowest level since the summer of 1924. 

Production: —Production of manufactures increased in February for 
the second consecutive month and the output of minerals, after declining 
in January, advanced once more in February to the record level reached 
last December. Factory production and employment, however, continued 
smaller than during the corresponding month of last year. Production of 
iron and steel has increased steadily since December and reports indicate 
that operations of steel mills in March were at almost the same high rate 
as in March, 1926. Automobile production increased from 234,000 cars in 
January to 298,000 cars in February and weekly figures of employment in 
Detroit factories indicate some further additions to production in March, 
but output has continued much smaller than a year ago. Daily average 
consumption of cotton by mills in February was larger than in any previous 
month on record, but activity of woolen and silk mills decreased, as com- 
pared with January. Production of bituminous coal has been maintained 
in large volume, while that of anthracite has been considerably reduced. 
The output of building materials was smaller during the first two months 
of this year than in the corresponding period of 1926. The value of 
building contracts awarded in February was three per cent smaller than 
in the same month of last year, but awards for the first three weeks in 
March were in approximately the same volume as in 1926. Contracts in 
southeastern and northwestern states have heen considerably smaller than 
a year ago, while those in the central west have been much larger. 

Trade:—Retail trade showed less than the usual seasonal decline be- 
tween January and February. Sales of department stores and chain stores 
were larger than in February of last year, while those of mail order houses 
were smaller. Wholesale firms report a smaller volume of business in 
February than a year ago and this decline occurred in nearly all leading 
lines. Inventories of department stores increased in February in antici- 
pation of the usual expansion in spring trade, but the growth was less 
than is customary at this season, and at the end of the month stocks were 
slightly smaller than a year ago. Stocks of merchandise carried by whole- 
sale firms also increased in February, but they were generally smaller than 
in the corresponding month of last vear. 


was larger than for the corresponding period of any previous year. 


Railroads:—Shipments of commodities have increased steadily since 
January by more than the usual seasonal amount and have exceeded those 
for the same period last year, owing to larger shipments of coal, of mis- 
cellaneous commodities and of merchandise in less than carload lots. 

Prices:—Wholesale prices, according to the index of the Bureau of 
Labor Statistics, continued to decline in February. Among non-agricul- 
tural products decreases occurred in the prices of coal, petroleum, iron and 
steel, non-ferrous metals, and lumber, and the index for non-agricultural 
prices as a group was at the lowest post-war level. Prices of live stock 
and live stock products and of clothing materials advanced in February. 
During the first three weeks of March there were decreases in prices of 
grains, live stock, sugar, silk, wool, coal, petroleum and gasoline, while 
prices of potatoes, pig iron, hides and rubber advanced. 

Bank Credit:—Demand for commercial credit at member banks in 
leading cities increased seasonally between the middle of February and 
the middle of March. There was also growth in the volume of funds 
used in the security market, as indicated by increases in loans to brokers 
and dealers in securities. Consequently total loans of the reporting banks 
at the end of the period were close to the level of last autumn. Financial 
operations of the United States Treasury around the middle of March, 
with disbursements temporarily in excess of receipts, resulted in a tem- 
porary absence of funds, which was reflected at member banks in leading 
cities in a growth of deposits, in reduced indebtedness at the reserve 
banks, and in increased holdings of securities. 

At the reserve banks, following changes in holdings of bills and 
securities accompanying the financial operations of the Treasury, the total 
volume of credit outstanding on March 23 was somewhat larger than four 
weeks earlier. 

Conditions in the money market in March were slightly firmer than in 
February. Rates on prime commercial paper advanced from four per 
cent to 4-4%4 per cent and call money was also higher, while rates on 
acceptances declined somewhat. 








